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RECOMMENDATION FOR DISPOSITION

Synopsi s:

The hearing in this mtter was held at 2309 Wst Min Street, Marion,
I1linois, on June 24, 1996 to determ ne whether or not WIIianmson County Parcel
No. 07-18-368-006 qualified for exenption fromreal estate taxation for the 1994
assessnment year.

M . Roger Karcher, director of accounting for Marion Menorial Hospital, and
Ms. Rose Johnson, chairman of the hospital auxiliary, were present and testified
on behal f of Marion Menorial Hospital.

The issues in this mtter include first whether the Mrion Menorial
Hospital (hereinafter referred to as the "Hospital") owned this parcel during
the 1994 assessnent year. The second issue is whether the Hospital is owned by
the City of Marion (hereinafter referred to as the "City"). The third issue is
whether this parcel is within the corporate |limts of the City. The fourth
issue is whether the lease of a portion of the building on this parcel to the

I[1linois Departnent of Rehabilitation Services (hereinafter referred to as



"IDORS"), was entered into on or before January 1, 1994. The final i1issue is
whet her the ternms of this |ease bind IDORS to pay the taxes on the portion of
the building on this parcel occupied by IDORS. Follow ng the subm ssion of all
of the evidence and a review of the record, it is determ ned that the Hospital
owned this parcel during the 1994 assessnment year. It is also determ ned that
the Hospital is owned by the City. It is further determned that this parcel is
within the corporate limts of the City. It is also determned that the |ease
bet ween the Hospital and I DORS was entered into before January 1, 1994, and that
the terns of the |ease did not bind the IDORS to pay the taxes on the portion of
the building on this parcel occupied by the IDORS. This parcel and the building

thereon, therefore qualify for exenption during 1994.

Fi ndi ngs of Fact:

1. The position of the Illinois Departnent of Revenue (hereinafter
referred to as the "Departnment”) in this matter, nanely that 10% of the building
and the | and beneath of WIIlianson County Parcel No. 07-18-368-006 is exenpt and
90% is taxable for the 1994 assessnent year, was established by the adm ssion in
evi dence of Departnent's Exhibits nunbered 1 through 5B.

2. The Hospital acquired this parcel by a warranty deed dated Cctober 30,
1992. (Dept. Ex. No. 1D)

3. The Hospital is a nunicipal hospital. The bylaws of the Hospital
recite that the Hospital is owned by the City pursuant to the authority of
Ordi nance No. 254, dated March 15, 1950. (Tr. pp. 10 & 11, Appl. Ex. No. 3)

4. This parcel is located within two blocks of the public square in
downt own Mari on. (Dept. Ex. No. 1B) The deed recites that this parcel is
| ocated in the second survey of the town, now city, of Marion. (Dept. Ex. No.

1D)
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5. This parcel is inproved with a tw story building with a basenent.
(Dept. Ex. No. 1)

6. During 1994, 2047 square feet of the basenent of the building on this
parcel was used for the storage of hospital records and sonme small itens of
equi prent. The remai nder of the basenment was vacant during that year. (Tr. pp.
9 & 10, Appl. Ex. No. 1 p. 3)

7. The second floor of the building on this parcel was vacant and unused
during the 1994 assessment year. (Tr. p. 9, Appl. Ex. No. 1 p. 2)

8. During 1994, 2810 square feet of the first floor of the building on
this parcel was |eased by the Hospital to IDORS. (Appl. Ex. No. 1 p. 1)

9. The | ease between the Hospital and IDORS is dated July 1, 1993. The
termof this lease is fromJuly 1, 1993, through June 30, 1998. This |ease does
not contain any provision concerning taxes. (Dept. Ex. No. 1E)

10. During 1994, 2817 square feet of the first floor of this building was
used by the Hospital auxiliary thrift shop. (Appl. Ex. No. 1 p. 1)

11. The thrift shop operated under the auspices of the Hospital and used
the area of this building for the thrift shop wthout paying rent to the
Hospital. (Tr. pp. 9 & 12)

12. The thrift shop, during 1994, operated Monday through Friday from 10: 00

AM to 4:00 PM The thrift shop only sold donated goods. It did not purchase
itenms for resale and did not take goods on consignnent. The thrift shop had no
pai d enpl oyees, but operated using approximately 28 volunteers. Al'l of the
proceeds of the sales at the thrift shop are turned over to the Hospital. (Tr.
pp. 11 & 12)

Concl usi ons of Law

Article I X, Section 6, of the Illinois Constitution of 1970, provides in

part as follows:



The General Assenbly by law may exenpt from taxation only the
property of the State, wunits of |ocal governnment and schoo
districts and property used exclusively for agricultural and
horticultural societies, and for school, religious, cenetery and
charitabl e purposes.

35 ILCS 200/ 15-60 provides in part as follows:
Al so exenpt are:
(c) all property owned by any city or village |located withinits
incorporated limts.
...and (iii) for a lease entered into before the effective date
of Public Act 87-1280, if the terns of the | ease do not bind the
| essee to pay the taxes on the | eased property....
It is well settled in Illinois, that when a statute purports to grant an
exenption from taxation, the fundamental rule of construction is that a tax

exenption provision is to be construed strictly against the one who asserts the

cl aim of exenption. International College of Surgeons v. Brenza, 8 IIl.2d 141
(1956). \Whenever doubt arises, it is to be resolved against exenption, and in
favor of taxation. People ex rel. Goodman v. University of Illinois Foundation,
388 II1. 363 (1944). Finally, in ascertaining whether or not a property is

statutorily tax exenpt, the burden of establishing the right to the exenption is

on the one who clains the exenption. McMrray College v. Wight, 38 IIl.2d 272
(1967).

The parcel here in issue, | conclude, is located within the corporate
limts of the City. The Hospital which owns this parcel | conclude, is owned
and operated by the City. The operation of a hospital is a proper nmunicipal
purpose in Illinois. See 65 ILCS 5/11-22-1 et seq.

Public Act 87-1280 becane effective on January 1, 1994. The | ease here in
i ssue becane effective before that date, so that subsection (iii) would be the
control ling provision. Since there is no provision in the |ease requiring the
| essee, IDORS, to pay the taxes, the portion of the first floor of the building

| eased by the Hospital to IDORS qualifies for exenption.



I therefore conclude that all of this parcel and the building thereon
qualified for exenption during all of the 1994 assessnent year because it is
muni ci pally owned property, Jlocated wthin the corporate limts of the
muni ci pality, and the ternms of the lease do not negate a portion of the
exenpti on.

| therefore recomend that WIIlianmson County Parcel No. 07-18-368-006 be

exenpt fromreal estate taxation for the 1994 assessnent year.

Respectful ly Submtted,

George H. Naf zi ger
Adm ni strative Law Judge
May 21, 1997
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